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THE ASSESSMENT OF PERSONAL PROP- 
ERTY FOR TAXATION IN OHIO.' 



BY LAWYER THORNDIKE AND FARMER 
PERKINS. 

NO. I. EXEMPTIONS OF PRIVATE PROPERTY FROM TAX- 
ATION. 

Farmer Perkins: Lawyer Thorndike, I am in trou- 
ble. I have as neighbor Abel Jones. He is a dog fan- 
cier, has a great number of dogs, and was engaged in 
making out his tax return. His assessor told him he 
could have $ioo in personal property exempt from tax- 
ation and he wanted to take it in dogs. The assessor 
replied to him he could take it in any personal prop- 
erty, except dogs. Jones says he will have it in dogs ; 
now what is to be done about it ? 

Lawyer Thorndike: The constitution of the state, 
Act XII, Section 2, provides that persona! property to 
an amount not exceeding in value $200 for each indi- 
vidual may, by general laws, be exempted from taxa- 
tion. On March i, 1853, the legislature acted on this 
matter and provided that each individual in the state 
might hold as exempt from taxation personal property 
of any description, of which he was the actual owner, 
not exceeding fifty dollars in value. 



DolizodbvCoOglf 



This remained the law of Ohio till May 9, 1894, when 
the exemption was increased from $50 to $100 and the 
dogs were excepted. The law has remained in this 
form since. 

Farmer Perkins: But why were not the dogs ex- 
cepted until 1894, and why were they excepted at all? 

Laufyer Thorndike: The legislative journals are 
too ponderous reading for any citizen, and I cannot 
answer your question without them. There is always 
one fool in every legislature, and the legislature of 
1894 was no exception. In this case, the fool got his 
work to be indorsed by the body of which he was a 
part, as is sometimes done. All the cranks try to break 
into the legislature. Some of them are sure to succeed, 
in some counties, and when they do, they sometimes 
engraft Jheir folly into the law. 

Farmer Perkins: But Abel Jones says it is his con- 
stitutional right to exempt his dogs, if he wants to. 
and he does not propose to be trampled on if he can 
help it. Is there no way he can have the law declared 
unconstitutional or otherwise nullify it? 

Lawyer Thorndike: I would not advise your friend 
to try the Supreme Court on the dog question. That 
court is unduly sensitive on that subject. A citizen of 
Washington county, a descendant of the famous Rich- 
ard Roe, of legal text-books, tried to vindicate the 
dogs. Ex-Judge Loomis, father of the minister to 
Venezuela, convinced the Court of Common Pleas of 
that county that the dog tax law contained in Section 
2,754 of the Revised Statutes was unconstitutional, but 
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Nye and Oldham took the case to tht District Court. 
That court considered the question too hefty for it and 
passed the dc^ up to the Supreme Court. Judge 
Loomis argued manfully for the dog in the Supreme 
Court, but its sympathies could not be aroused for the 
noble animal. The court resorted to the police power 
to avoid the ad valorem rule in the constitution as to 
dogs. When that court wishes to sustain a measure, 
and can think of no other way, it resorts to the police 
power. 

Farmer Perkins: But if Abel Jones cannot exempt 
his dogs from taxation on the authority of the Supreme 
Court is there no other way in which he can do it ? 

Lau^yer Thomdike: Oh, yes. It is very easy to de- 
feat the law, if Abel Jones is so disposed. The ex- 
emptions are all made in the mind of the tax 
bearer. The tax list does not require him to set out 
and value his exempt property, so he selects it in his 
mind, and then lists his other property and values it. 
Abel Jones can, in his mind, value his dt^s at $ioo, 
return his other property and thus he will exempt his 
dogs in spite of the legislature. 

Farmer Perkins: Is there no way in which Abel 
Jones can be prevented from thus exempting his dogs? 

Lmifyer Thomdike: Not if Abel Jones keeps a still 
tongue. By so doing, his return will never be ques- 
tioned. 

Farmer Perkins: But under this exemption of $ioo 
in personal property mi^t not the tax bearer really 
exempt personal property in a much larger sum ? 
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Laivyer Thorndike: Oh, yes, that is very easy. The 
law of CHiio niakes every man the appraiser of his own 
property, and his own assessor. The so-called assessor 
is only an errand boy employed at $2.00 per day to dis- 
tribute blanks and gather them up. This exemption is 
good for $1,000 at any time to a citizen of any ability 
and with an easy conscience. He can say in his mind 
that certain personal property which cost $1,000 is 
worth $100, hst his other property, and thus exempt 
$1,000 under a $100 clause. 

Farmer Perkins: But might not a party doing this 
be prosecuted for perjury? 

L(xwyer Thorndike: I have practiced law for thirty- 
seven years and never heard of a prosecution for 
perjury for a false oath to a tax list. There is not now 
and never was a convict in the Ctttio penitentiary for 
a false oath to a tax return, nor is there any in any 
penitentiary in the United States of which I ever 
heard. 

Perjury as to a matter of fact is one thing and so- 
called perjury as to a matter of opinion is another. 
The law as to a false oath to a tax return is a dead 
letter. Besides, if any prosecution of that kind were 
ever attempted the defendant would have the sympathy 
of all other taxpayers and a conviction could hardly 
be secured. 

Farmer Perkins: So that if Abel Jones had $1,000 
worth of dogs and wanted to exempt them for taxation 
he could do so under the $100 exemption clause ? 

Laivyer Thorndike: That is practically the' case. 
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Abel Jones could, in his mind, say his $t.ooo in dc^ 
were worth $ioo and thus exempt them onder the law, 
as the assessor is not advise^ in what pre^rtj' he 
takes his exemption. 

Farmer Perkins: ^^llo was the author of the $50 
exemption frcxn taxation in the law of 1853? 

Lanyer Thomdike: It is believed to have been the 
Hon. Joseph R. Cockerill of Adams county. The fol- 
lowing storj' is told of him: He spent much arduous 
labor in the passage of the tax laws of 1853, \^'he^ 
he returned to his constituents in Adams county he 
told them that the law exempting $50 was passed to 
exempt their household and kitchen furniture. That 
none of them had housdiold or kitchen furniture above 
$50 in value and they should not return it. His con- 
stituents took Mr. Cockerill's advice and from that 
day to 1S94, it is currently reported, not a farmer in 
Adams county, has ever had household or kitchen fur- 
niture above $50 in value. 

Farmer Perkins: I am told tax exemptions were 
greater from 1846 to 1859. How is that? 

Lawyer Thomdike: In 1846 the Hon. Alfred Kel- 
ley secured the passage through the legislature of a 
general property tax law, ihe first of the kind in the 
state. In this law he placed a wonderfully liberal list 
of exemptions good for several thousand dollars, but in 
six years' time these exemptions were repealed, and the 
state, in 1853, settled on a fifty-dollar exemption, which 
was limited to $200 in the constitution of 1851, but 
•-vhich the legislature held at $50 till 1894. In Alfred 
5 
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Kelley's law, claims against the state were exempt. 
This was wise and just and should have remained'. 
Heads of families had furniture to $ioo exempt. 
Tavern keepers had furniture to $200 exempt Wear- 
ing apparel and articles of food were exAnpt. All 
animals except horses, cattle, mules, asses, and hogs 
were exempt. Also all farmers* implements but road 
wagons. Mechanics' tools to the amount of $ioo were 
exempt. To a head of a family one cow, eight sheep, 
four hogs were exempt and if the tax bearer did not 
have them, furniture to the amount of $ioo. In Min- 
nesota, where $ioo is exempt from taxation, the 
county auditor deducts it from the return. The tax- 
payer is not permitted to do it, as in Ohio, Kelley's 
law also exempted all lands for five years after sold 
by the United States. Kelley's exemptions were re- 
. pealed April 3, 1852, 50 O. S., 135, and $200 exemp- 
tion given in gross. This was reduced to $50 March 
12, 1S53. remained such to May g, 1894, when it was 
increased to $100, where it has since remained. 

NO. 2. THE MAKING OF TAX RETURNS. 

Farmer Perkins: I would like to have some in- 
structions as to making out my tax return. I have ten 
horses. How am l to value them ? 

Lawyer Tkortutike: The law requires you to value 
them at the usual selling price, but in reality you can 
pu' any price you please. If your horse is worth $80 
you can safely put him at $40. A horse worth $750 
could safely be put at $75 — cattle, mules, sheep and 
hogs may be valued in the same manner. Pleasure 
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':arriages costing $200 to $400 can be safely vajued 
at $40 to $80 and will not be inquired after. You can- 
not expect a bicycle on the tax list at over $10, no 
matter what the machine cost. Household goods are 
valued according to the conscience of the tax lister. 
Goods costing $1,500 in cash can be safely returned at 
$300. This item 7 on the tax list is always given in 
the aggregate by the lister and in practice his valuation 
is never inquired into. As to jewelry, that is scarcely 
ever returned as a separate item. Farmers' utensils 
are only returned at a nominal price, 10 to 25 per cent 
of cost. As to watches, anywhere from $10 to $40 wiil 
go. Pianos costing as much as $300 are usually re- 
turned at $40 to $50. Item 10, average value of mer- 
chandise is returned at whatever the lister wishes to 
put down, and this usually ends it. 

Farmer Perkins: Do I understand that each mer- 
chant actually values his own goods, and that is tlie 
end of it? 

Lawyer Thorndike: That is the case. No man can 
be compelled to give evidence against himself. The 
tax return is made Upon oath and the violation of that 
oath is said to be perjury. No lister who has made a 
list and sworn to it can be compelled to show its 
falsity. 

Farmer Perkins: Suppose my neighbor Abel Jones 
was conducting a clothing store, selling ready-made 
clothing, and had $12,000 average stock on hand the 
year preceding on the day of the tax levy, but only re- 
turned it at $4,000. How can the tax authority get at 
the $12,000 valuation? 

7 
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Lawyer Thomdike: The tax board must be able to 
prove by legal evidence that Abel Jones had a $12,000 
average stock on the year preceding his return. The 
Board of Equalization cannot compel Abel Jones to 
give evidence to prove the average value was $12,000, 
and unless some of his clerks or his bocrffkeeper inform 
the tax authorities that Abel Jones had $12,000 aver- 
age stock it will never be known. A clerk who would 
give such information would lose his place, and no 
other house, knowing his conduct, would employ him. 
Hence the outside avenues of information as to the 
real value of Abel Jones' stock are not open to the tax 
boards. Self-interest of the parties having the knowl- 
edge prevents them from disclosing anything to tax 
boards. 

Farmer Perkins: If Abel Jones had $12,000 aver- 
age stock of goods and returns but $4,000, is Uiere no 
way he can be compelled to return the $12,000? 

Lawyer Thomdike: No one but Abel Jones, his 
clerks and bookkeeper knows that his stock which h< 
returned at $4,000 should have been returned a' 
$i2,oco. Members of tax boards are never given am 
infoTtnation of this kind. To do so is considered dis 
honorable. No competitor would inform, for fear o 
being informed on. No clerk of Abel Jones wouli 
inform on him. Hence the tax board can never knov 
that Abel Jones' stock of goods returned at $4,00 
should have been returned at $12,000. 

Farmer Perkins: But would not Abel Jones i- 
such case be guilty of perjury? 
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Latuyer Thomdike: A case of perjury could not 
be made out against him. 
Farmer Perkins: Why not? 

Lawyer Thomdike: To amount to perjury, it 
would have to be shown that he knew the average stock 
was $12,000, Value is scarcely ever a matter of fact, 
but a matter of opinion. Abel Jones could say that in 
his opinion the goods were worth but $4,000. He 
could furnish a dozen or more plausible reasons for 
such opinion, and as our Independence Day orators 
have taught us that each freebom American citizen is 
entitled to his own opinion, and that it is a sacred right 
to have it, no matter how unreasonable or absurd, 
Abel Jones could insist that he had a right to believe 
his $12,000 stock was only worth $4,000, and no one 
could gainsay him. He could undoubtedly give many 
well-grounded reasons for his opinion and as a result 
he could not be convicted of perjury in swearing that 
the average value of a stock of goods invoiced at 
$iz,ooo was only worth $4,000 for taxation. 

Farmer Perkins: Do I understand then that each 
merchant can practically and in effect fix the values of 
his own goods for taxation? 

Lawyer Thomdike: That is the case and the state 
dots not and cannot prevent it. The local assessor is 
falsely so called. When it comes to merchants' and 
manufacturers' returns the real assessor is in each case 
the person who makes the tax returns. He values his 
personal property as low as his conscience will permit 
and there is practically no way in which to review his 
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action. If he has sufficient nerve and a lawyer wlio 
understands the law on the subject, no Board of Equal- 
ization can, in nine cases out of ten, ascertain the real 
value of his stock. And "real value" has great fluctua- 
tions and is a matter of opinion. The Board of Equal- 
ization can act only in a few cases and the tax bearer 
has twenty chances that his tax list will not be inquired 
into to one that it will. 

Farmer Perkins: Practically, then, Abel Jones, 
with a stock of $12,000 in clothing, can fix his own 
assessment. 

Lawyer Thomdike: Yes, that is the case. In 1846 
a madness seized the legislature to tax everything ad 
valorem, according to its true value in money. It was 
then the legislature of Ohio began the task of Sisy- 
phus, in the taxation of personal property, moneys and 
credits. The same wild, unreasonable sentiment pre 
vailed in the constitutional convention of 1851, and 
appears in our present constitution. . - 

Alfred Kelley, in the Seriate in 1845 a"'* '846, was 
the Great Apostle of the taxation of all classes of per- 
sonal property. He imagined he could work out his 
theory and to begin with he made every man his own 
assessor. This produced inequality where he ex- 
pected equality. 

The best men in the community took advantage of 
the situation and gave notes to, their sons and daughters 
in large amounts enough to cover their credits. All 
sorts of devices to prevent the return of credits *ere 
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resorted to and Mr. Keltey's theory was defeated at 
the outset. And yet had Mr. Kelley studied the sub- 
ject, he would have found that his theory had been at- 
tempted to be carried into practice 400 years before 
his time and had signally failed. To illustrate, I knew 
a certain town where there were ten merchants in the 
same line of business. Nine of them understood the 
way to work the tax laws and returned their stocks 
at about one-tenth of their value. The tenth merchant 
believed the tax laws as they read, and each year, few- 
ten years, returned his stock of goods at full value. 
The state made no complaint against the nine and iti 
the tenth year, the tenth merchant' discovered'that he 
had been returning his stock at full value, while his 
nine competitors had returned theirs away below. He 
consulted a lawyer about it, and was advised to re- 
turn his goods thereafter on his competitors' plan, 
which he did, and there was no complaint against him, 
as there had been none against competitors for the 
previous ten years. Of course this honest merchant 
saw that he had robbed himself and that the state had 
taken his money and not sought to compel his com- 
petitors to live up to the law as he had done. Whett 
the state encourages its citizens to follow a certain 
course it ought to compel the others who will not to 
do the same, but it does not, and in fact, it is power- 
less to do so. 

For fifty-eight years the state has maintained 
schools for moral perjury. It has sought and is now 
seeking to destroy all respect for oaths and for the 
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sanctions of religion. It annually gives lessons in 
the disregard of both divine and human law. 

It pretends it will make all its citizens return all 
their property, money, credits, etc., at full value, but 
never has done so, never can do so and never will do 
so. Its laws are only a burden on the conscience of 
those who possess conscience, and it obtains full re- 
turns only from that class, from those who have 
nothing to conceal, from widows, orphans and trus- 
tees. Laws which thus operate are a disgrace to the 
state and tend to demoralize its citizens. It is time 
the citizens of Ohio should cease to be hypocrites, 
should look each other in the face and tell the truth. 

NO. 3. THE MAKING OF PERSONAL TAX RETURNS. 

Farmer Perkins: Continuing our conversation on 
the tax lists, in practice does anyone refuse to list his 
prcq>erty or swear to it after listed? 

Lcnvycr Thomdike: I never knew or heard of a 
case where a party refused to list or to swear or affirm 
to his list. 

Farmer Perkhis: Can you account for the facts 
that none refuse to list or to swear to the hst? 

La'iVyer Thorndike: That is easily accounted for. 
If is easier to beat the state by making one's own list 
and verifying it than by trusting the assessor. 

Farmer Perkins: Then, in fact, the auditor rarely 
has an opportunity to add fifty per cent to the asses- 
sor's tax return? 

Lawyer Thomdike: That is the case. The auditor 
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is necessarily a placeman. If in his first term he wants 
his second term, and if in his second term he wants 
another office, and in any event he does not intend to 
make himself unpopular. 

Farmer Perkins: I notice on my tax blank that if I 
fail to make a return I shall forfeit and pay the state 
from $ioo to $500. Has there ever been any enforce- 
ment of this provision? 

Lawyer Thorndike: I never knew of a case in the 
state, not even a prosecution begun. The tax bearer 
finds his opportunity in making his return and he 
never fails to exercise it. 

The theory of the law is that every tax bearer is 
his own assessor, and to allow an interested party to 
hear and determine his own case is too good an oppor- 
tunity to be lost. 

The idea of the Hon, Alfred Kelley, the founder of 
ad valorem system in Ohio, was that under the sanc- 
tion of oaths, the tax bearer would tell all about hia 
property and all men would make returns according to 
the exact truth, known only to the tax bearer himself 
The sanction of oaths has proven worthless and use- 
less. It has taught people they can commit moral 
perjury with immunity and that by so doing they can 
largely escape the burden of taxation. 

The law taxing personal property, moneys, credits 
and stocks is merely a threat by the state, and a threat 
which in three-fourths of the cases cannot be carried 
into execution. 

The state should attempt nothing which it cannot 
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do. It ought to be a great teacher of morals, but in 
the tax laws it teaches immorahty and perjury. 

Farmer Perkins: Is there then no way in which the 
state can ascertain the intangible property of its citi- 
zens and compel it to bear its burdens of taxation ? 

Lawyer Thomdike: There is practically no way. 
If the state could put each tax bearer on the witness 
stand and compel him to tell all he had and his entire 
condition, the system might be a success. But if this 
were done it would cost the state more than the taxes. 
It would require ten years to get the basis for one 
year's taxation, and thumb screws and all other kinds 
of physical torture would nw compel the truth. Those 
who were not in debt and had no intangible property 
would tell the truth. Those who were in debt, or had 
much intangible property, would not. The methods 
which would come the nearest producing the facts 
would not be tolerated by the public and would only 
be admissible in an absolute monarchy. The methods 
necessary to sustain the system cannot be used, and 
hence its failure. The ideas of the Hon. Alfred Kel- 
ley's system were pure theories, incapable of practical 
application, and there is nothing more dangerous in 
taxation than theories. The man with a theory is an 
enemy of the state and of mankind, when it comes to 
matters of taxation. 

The people of Ohio have given no thought or study 
to questions of finance and political economy. They 
have been at the mercy of the theorists who could 
secure places in the legislatures or in the Constitu- 
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tional Convention of 1851,. and the^e theorists have 
done with them what they would- 

The farmers supported the Hon. Alfred Kelley's 
ideas because they believed they could compel the rich 
people of the community to pay taxes on intangible 
wealth. The possessors of intangible wealth have sup- 
ported the Kelley ideas because they thought thereby 
they could better in that way avoid paying such taxes 
as they chose. Owing to the difficult and impractica- 
ble method of amending the constitution of Ohio the 
system has lasted from 1846 to the present time,and for 
fifty-seven years the people of Ohio have been com- 
pelled to attempt every year the enforcement of ex- 
ploded theories, enforced upon them by men long since 
dead. 

Farmer Perkins: But does not the present genera- 
tion have a right to govern itself accorJing to its own 
ideas? 

Lawyer Thorndike: Certainly not. No matter 
what might be the ideas of the present generation' of 
the people now living in the state, they are compelled 
to live according to the legacy of that body of men 
who formed the constitution of 1851. 

In Great Britain the people live up to modern pres- 
ent- day ideas, because It is not hampered by a written 
constitution charged with legislation, but in this coun- 
try we are compelled to live up to written constitutions 
formed by persons living at a remote age and under 
conditions totally unlike the present. 

Men will not submit to wear the fashion clothing of 

IS 
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a remote ^neration, but they will and do submit to be 
governed by the ideas of a remote generation. The 
business of the community is not conducted according 
to the ideas and methods in vogue in 1851, but its 
government is. Until the people rise in their might 
and, by change of the organic law, make the legis- 
lature free to adopt any method in accord with pres- 
ent ideas, there will be no relief. 

Heretofore the ideas of the farmers that the system 
of 1846 could be enforced and the ideas of the classes 
who could use it to avoid taxation have prevailed. 
These two classes have constituted the majority of the 
community or been able to- control the majority by spe- 
cious, but fallacious, arguments, and so we have been 
held in thralldom to Alfred Kellcy's ideas. The polit- 
ical economists who do the thinking on matters of 
taxation have uniformly condemned the present sys- 
tem, but they are not as yet listened to or heeded by 
the general public. The people have begun to think 
on the subject of taxation, but have not expressed 
themselves. They have been content so far to live 
according to the legacy of 1851, but there are now 
hopes that they will form ideas of their own and try 
to carry them into execution. 

NO. 4, THE TAXATION" OF MONEYS AND CREDITS. 

Farmer Perkins: The Ohio tax list requires the 

value of all moneys in possession, or on deposit, on 

the day preceding the second Monday of April, to be 

returned. Is that done as required by law ? 

16 
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Lawyer Thomdike: It is not. Those persons who 
have any conscience in tax matters (and that number 
is growing smaller each year) pay out all their moneys 
before that day, but the most of them pay no atten- 
tion to the matter. Some of them ease their con- 
sciences by saying to themselves they owe as much 
as they have money on hand and hence make no re- 
turn, but in fact very little money is returned. In 
the country townships and in some city districts money 
is returned because its presence is known and because 
of the return of some amount prevents an inquiry by 
the boards of equalization. 

Farmer Perkins: Is there no way to compel or 
force citizens to return their money on hands on grand 
levy day? 

Lawyer Thomdike: Practically, there is not The 
laws as to penalties for non-return, or insufficient re- 
turn, are a dead letter. The tax penalties are never 
enforced. The return of moneys for taxation is with 
some a matter of conscience, and with all others it is 
a matter of how to escape inquiry from the boards of 
review. 

The practical working of the law since 1846, for 
fifty-seven years, has been that money cannot be 
reached. The state ought not to attempt to tax that 
which it cannot reach, as the attempt is demoralizing 
to the state and to the taxbearer. 

Farmer Perkins: How about the return of credits 
under item 14 of the Ohio tax list? 

Lawyer Thomdike: The average taxbearer will only 
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return such credits as he believes the public has ioiowl- 
edge of. If he thinks his credits are not known to the 
pubhc, he will return none. 

The policy of the law is to induce the taxbearer to 
secrete all his business from the public, and he does 
it right well. The state has no method to compel the 
taxbearer to state his credits and return the same. 
Any method it might adopt would be more expensive 
than the amount of taxes realized, and hence the law 
is incapable of enforcement, except in a case here and 
there. These exceptional cases, where there is an 
attempt to enforce it, simply call attention to its in- 
justice. It is wrong and unjust to enforce it in one 
instance and leave it unenforced in a thousand other 
cases. The citizen against whom it is enforced feels 
that it is spite work on the part of the taxing officers, 
because his neighbors escape, and he is soured for 
life. He determines that he will never be caught a 
second time and he never is. He becomes a student 
of the subject, "How to Es(;ape Taxation," and as 
the lesson is readily and easily learned, he becomes a 
master in it. I give an instance: One spinster re- 
turned $5,000 credits for years. The county auditor 
thought she ought to have returned $10,000, and tried 
to make her do it. He failed and she left the state. 
The tax on the $S,ooo which she had returned for 
years was purely a voluntary contribution on her part 
for the sake of peace. She could have escaped it 
from the start, but when the taxing officers sought 
to compel her to double her burden, she learned how 
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to avoid taxation and practiced it. By doing it she 
saved $ioo per year, which she learned she might 
have saved for years before. She despises the Ohio 
system and rightfully, too, A spasmodic enforcement 
of the law is worse than none at all. 

Farmer Perkins: What has been the. effect of the 
attempt to tax credits in Ohio? 

Lawyer Thomdtke: It has kept up the rate of in- 
terest on loans nearly 2 per cent above what it would 
have been had there been no attempt to make credits 
a subject of taxation. 

The state expected to obtain this excess of interest 
in taxes, but it never obtained it and never will. The 
creditor class exacts it from the debtor class for the 
risk of being taxed, which is really avoided. The 
theory of taxation of credits (for it is a theory only) 
increases the burdens of debtors. Were it not for the 
attempted taxation of credits in Ohio, money could 
be borrowed at from three to five per cent. The 
policy of the state in this, respect simply keeps up the 
rate of interest and fails to bring in the revenue it was 
intended to bring. 

The allowing of debts to be exempted from credits 
practically excuses the taxbearer from returning any 
credits. It is easy to create debts for taxation pur- 
poses and they are so created. I knew a citizen once 
who had $5,000 in credits. He had a son whom he 
felt obliged to support. He gave that son a non- 
negotiable note for $5,000, and paid him the interest 
on it. Thus he escaped taxation on his $5,000 credits 
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and in a perfectly legal way. It is, perhaps, i 
sary to say that the son never listed the $5,000 note 
for taxation. The tax authorities never knew of it 
and never suspected the son of having any money 
and so he escaped. 

No citizen who has any self-respect will disclose , 
his real financial condition on a tax list, and yet if 
the Ohio tax list were made out as the law intended, 
every citizen's real financial condition would be made 
public to the tax assessor, to the county auditor, and 
'to the public. 

If the taxbearer is rich, he desires to conceal the 
fact from the taxing officers to avoid the payment 
of taxes. He does this to the best of his ability, and 
wonderful ability is displayed in that direction. 

If he is involved, but doing business and in fair 
credit, he will not disclose his condition, because it 
would be ruin to do so. If the state of Ohio could 
compel its taxbearers to disclose their actual condi- 
tion, it would precipitate failures enough to bankrupt 
one-half the people. The law seeking to compel men 
to disclose their financial condition on a tax list is, 
therefore, a failure, and will be less respected and less 
observed the better it is known. 

Farmer Perkins: What as to item 15, moneys in- 
vested in bonds. Stocks, joint companies, etc.? 

Lawyer Tftorndtke: If the taxbearer thinks his 
business is known to the public, he will return these 
articles, if he has them. If not, he will not return 
them. Shrewd business men do not allow their own- 



3,a,l,zt!dbvG00glc 



ings, or holdings, known to the public and hence do 
not return this class of items, except sufficient to pre- 
clude inquiry. 

If compelled to return them one year, they disap- 
pear the next and are reported as invested in exempt 
securities. 

Farmer Perkins: What about the i6th item of the 
tax list, money converted into U. S. bcmds? 

Lawyer Thorndike: This is an unwarranted at-' 
tempt on the part of the state to pry into the affairs 
of individuals. It is to keep tab on his money and 
the manner of its investment. In practice, the tax- 
bearer gives or refrains from giving the information 
called for as he deems proper. If he thinks his trans- 
actions are public, he gives the information. If he has 
kept his affairs secret, he does not give it. 

The same is true as to bonds exempt from taxation 
on the top of page 3 of the tax list. If the taxbearer 
once reports them, the assessor will expect to see the 
same amount each year, or have it accounted for. 

If once the taxbearer in Ohio makes a full return 
of credits, bonds, etc., and then lessens the amount, 
he is hounded by the taxing officers year after year, 
to know what he has done with them, and no ex- 
planation but insolvency, or removal from the state, 
will be sufficient to stc^ the persecution. 

If a citizen makes a large return and then wishes 
to reduce it, it would be advisable to take up his 
domicile in another state. 

Farmer Perkins: Can you give me an instance 
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where by official reports money and credits are shown 
in any particular county and then the true amount of 
money and credits is known? 

Lawyer Thomdike: On page 272 of the state au- 
ditors' report, 1901, is a table of moneys returned 
from the several counties. On page 274 is the table 
of credits. Add the two together, then obtain 
the national bank deposits from the report of the comp- 
troller of the currency, the report of the deposits of 
the private banks from the state auditor's report, then 
add the deposits of the building associations in the 
county, and the difference between this total 
and the amounts given in the reports will dis- 
close what money in the county escapes taxation. If 
some enterprising newspaper in the state would work 
this out as to each of the 88 counties, it would be the 
most startling fact ever published. I worked the prob- 
lem in a single county for 1902, and found that 33 per 
cent of the aggregate of deposits by the banks and 
building associations for the selected year were re- 
turned as moneys and credits. Of the aggregate of 
moneys and credits, moneys made 11 per cent and 
credits 22 per cent. If the people of the state wish to 
know these facts, they He right before them. 

The amount of moneys and credits in Ohio, shown 
by the official reports of banks and building associa- 
tions in 1902 as not being returned for taxation, is 
over $257,000,000, and this is nearly all in moneys, 
.\ careful examination would likely develop $100,- 
000,000 more. 
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NO. 5. THE INQUISITORIAL FEATURES OF TAX LISTING 

Farmer Perkins: One thing I do not like about our 
tax system is the personal and inquisitional feature 
of the tax list. According to it, I must unbosom 
myself to a township assessor and tell him all my 
affairs. His list requires me to tell the value of 
moneys in possession, or on deposit, on tax levy day, 
value of all credits and then deduct my debts from the 
credits and in this way disclose to the township asses- 
sors my exact financial condition. This blank is to be 
returned to the county auditor and made a perpetual 
record. This I am required to do every year. While 
I do have nothing to conceal from such inquiries, I 
would like to know how this provision of law works 
out in practice. 

Lawyer Thorndike: It does not work out at all. 
By those who wish to avoid the requirements of law, 
it amounts to nothing. 

A taxbearer who does not wish to return any money 
on hand does not do so, and as to credits, Ihey are 
offset by debts, fictitious or otherwise. 

Farmer Perkins: Is there no way to compel a citi- 
zen to return his money and credits as the tax law 
seems to require? 

Lawyer Thorndike: Practically, there is no remedy. 
The state has no efficient means to reach the facts in 
each case. The effort to do so would be so stu- 
pendous that the state could not afford to do it. 
Hence the items 13 and 14 on the lax list, moneys and 
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credits, are a dead letter, except in the back townships. 
The taxbearer is required to swear to his list and 
he is careful to do so. Then he cannot be compelled 
to swear again to contradict himself. This principle 
of law that a man cannot be compelled to convict him- 
self is older than the tax laws. The state cannot, in 
practice, secure any evidence to contradict the return 
of moneys and credits and so is helpless. Taxation 
under these two items is purely voluntary and only a 
burden on the conscience of the taxbearer. If he 
happens not to have a conscience, he evades any re- 
turn of moneys and credits. 

No man will disclose to the state his financial affairs, 
will display his credits and deduct his debts. Many 
make a show of doing so, but no reliance is to be 
placed on it. 

Many men will disclose so much of their affairs 
as they think in possession of the public, but no more. 
The principle governing men in returning moneys and 
credits is only to give enough to prevent their being 
inquired after by the boards of Tax Review. 

Hence all wise men,' as far as possible, conceal their 
possession or ownership of moneys and credits from 
taxing officers. What those officers do not know, they 
cannot reach. 

The assessor and auditor are dependent on public 
favor. They do not wish to make enemies. The 
boards of review regard the business of inquiring into 
their neighbors' affairs as mean and contemptible, and 
hence the taxbearer usually escapes, 
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In other states the tax lists have the same inquisi- 
tional features. 

Jn North Carolina, the taxbearer is required to ap- 
pear before a list taker and state his money in hand. 
He is also required to state his credits, but may de* 
duct debts therefrom. 

In Georgia, the taxbcarer is required to answer 
fifty-nine questions, true answers to which woidd re- 
quire him to show up all moneys and credits. 

The answers to these questions must be sworn and 
the taxbearer must swear tliat lie has not acted the 
scoundrel in answering the questions. One question 
is, "How much money have you in hand?" Another 
is, "What is the gross value of your notes, accounts 
or other obligations for money?" Another is, "Are 
you a railroad president?" 

In Indiana, the taxbearer is required to answer lOO 
questions. Thirteen of these relate to money and the 
various kinds of credits. Then 29 lines are reserved 
for him to give an itemized list of his debts. He is 
required to hst his male and female dogs separately 
and then required to answer three interrogatories. 
The first is as to trust positions, executor, adminis- 
trator, trustee, etc. 

The second is whether he has converted any of his 
property to avoid taxation? 

The third is, if you did so, give full particulars. 
The second and third interrogatories are always an- 
swered, "no." There never was a yes to the second 
and third questions, or either of them. 
25 
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The lister is required to swear that lie has honestly 
returned his property and not tried to evade the re- 
turn of the same. In Ohio, in verifying the tax list, 
the taxbearer is require<l to swear that he has not re- 
sorted to any shifts or devices to avoid taxation. 

Farmer Perkins: What are the legal theories of 
these tax lists? 

Lawyer Thorndike: They are that each citizen is 
to be his own tax assessor, but that he cannot be 
trusted for that purpose. That when he has made his 
return, the state will suspect him of dishonesty and 
roguery, and will require him to purge himself of sus- 
picion of dishonesty, in making false and fraudulent 
returns. 

Farmer Perkins: Is it proper and right that the 
state should charge each taxbearer with fraud and 
dishonesty in making his returns, before or at the 
time they are made, and require him to purge himself 
of suspected crimes? 

Lawyer Thorndike: Certainly it is not. All such 
charges and oaths are a discredit and a disgrace to 
any state. They are a violation of the respect the state 
owes its citizens and of the citizens' self-respect. 

The state should never charge dishonesty or fraud, 
in advance of its being committed. 

A system which requires such procedure should be 
abolished. 

Farmer Perkins: Suppose the state should compel 
the disclosures asked for in the tax list, what would ■ 
be the results? 
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LaTvyer Thorndike: One-half the taxbearers would 
be driven into bankruptcy, or insolvency, at once. A 
relation of the facts required b_\- the tax lists would 
create the mightiest panic ever produced, and one 
which would force one-half the community into liqui- 
dation. The enforcement of the law would be ruinous 
to the prosperity of the state. 

No citizen will disclose his private affairs and 
financial condition, if he can help it. 

If he is wealthy and once confesses his real wealth, 
the state will hound him to return as large a sum as 
he shows the first year, each year, as long as he lives. 
He will be required to give up 40 to 60 per cent of 
his income in taxes. This no man in his senses wdl 
do. 

If, on the other hand, the taxbearer is involved, or 
insolvent, he will not disclose the matter to the taxing 
officers and thus precipitate and compel his own in- 
solvency. So that both the rich and the involved 
classes are interested in avoiding making tax returns, 
as required by law, and will not do so. 

The theory that the members of the constitutional 
convention of 1851 had sufficient wisdom to make an 
organic law suitable to govern the people of the state, 
without change, for fifty-three years, is necessarily 
false. 

No one generation of men is wiser than another. 
The theories and beliefs of one generation are dis- 
carded by another, and each generation should govern 
itself. 
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A good example of theory is in the doctrine of pro- 
hibition of the liquor traffic. The believers in prohibi- 
tion are most sincere and yet they have never been 
able to suppress the traffic in states where they have 
made prohibition laws. Senator Tillman's dispensary 
laws in South Carolina are openly defied and in the 
city of Charleston there are numerous places where 
liquors can be purchased outside of state dispensaries. 

The State says to the taxpayer, we will trust you to 
be your own assessor, but the moment you have com- 
pleted the list, we will assume you have made a dis- 
honest return and require you to prove by your own 
oath that you have not been dishonest. Such laws are 
not only dishonorable to the State, but they are silly. 
The sanction of an oath will not, in most cases, secure 
an exact return. The taxbearer knows that he can 
put his own value in his property and effects and he 
will do so, although all the neighbors might value 
them higher. 

A system which will enable the taxbearer to return 
his personal effects at lo to 25 per centum of their 
actual value has its advantages and will not be easily 
changed. 

Farmer Perkins: You have found fault with our 
present system of taxation, but what would you sub- 
stitute in its place? 

Lawyer Thomdike: I would leave the legislature 
free to control the subject from year to year, accord- 
ing to its best judgment, and according to present 
public sentiment. 
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I would let it try plan after plan, until . it had 
reached that which would bear least heavily upon the 
people. 

All taxes are burdenscane. The only question is 
what form or method would be the least burdensome. 

I would not have the state attempt to do something 
it cannot do. I would not attempt to tax moneys, 
credits, or intangible property, I would have no in- 
quisitorial features in the tax system. I would not 
compel any citizen to disclose his intangible property, 
or his debts. 

On subjects as to which the state wishes statistics, 
I might have a slight registry tax, but upon all ob- 
jects of tangible personal property I would place a 
sliglit tax, not based on value, but rather on use. 
I would try this plan a while, and if it did not work 
well, would abandon it. The state should have ex- 
clusive subjects of taxation and the counties should 
be permitted to raise the taxes as they deem proper. 
I would have no state or cotmty boards of equaliza- 
tion, or review, such as are now in existence. 

The usual requirement of those boards, that if they 
I'educe one man's assessment, they must raise another, 
is a relic of barbarism. There is no reason or phil- 
osophy in such provision. 

NO. 6. Ohio's iniquitous tax inquisitor law. 

Farmer Perkins: I should like to know something 
of Ohio's tax inquisitor law. 
Lawyer Thomdike: When Mr. Alfred Kelley 
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slarted the state on its wild goose chase after ad 
valorem taxation in 1846, it took till i86r for the tax- 
bearers to get on to the weaknesses of the law. Under 
the stimulus of the Kelley law, personalty on the 
grand duplicate in Ohio, sprung from $40,352,496 in 
that year to $83,964,430 in the following year. It 
made increases from that year, yearly, to 1855, when it 
decreased from the previous year $14,000,000. In 
1856 it decreased $43,000,000 from the previous year 
and increased $23,000,000 in 1857, but did not come 
back to former figures by $57,000,000. In 1858 it de- 
creased $23,000,000 more, but increased $11,000,000 
in 1859, but in i860 it decreased $3,000,000 from the 
former year. The Kelley tonic had lost its effect, and 
in 1861 something had to be done. 

On March 29, 1861, the law, which is the begin- 
ning of the tax inquisitor law, was passed. That law 
simply gave the auditor power to put on the dupli- 
cate, omitted personal property, in the year on which 
he found it was omitted, 58 Vol. O. L., 47. This is 
now the first part of section 2781 of the Revised 
Statutes. On May 11, 1878, 75 Vol. O. L., p. 457, the 
act was amended to go back four years, beginning in 
the year in which the investigation was made. 

On April 14, 1886, 82 O. L., section 2781, was 
amended to extend the investigation back six years. 
This continued the law till April 14, 1893, 90 O. L , 
233, when the act was amended in the interest of 
justice. 

From 1861 to 1893 the law was read and construed 
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so as to punish an ofteiider thereunder in the inverse 
proportion to his property properly returned. 

Farmer Perkins: That is a singular statement. 
Can you give me an example of how the law would so 
operate ? 

Laivyer Thorndike: 1 will bring forward our 
quondam friends, John Doe and Richard Roe. John 
Doe for the nonce shall take the role of the honest 
man and Richard Roe that of the dishonest man. They 
shall he each operated on, under section 2781 Revised 
Statutes of Ohio, in the year 1891, for making false 
returns for taxation under section 2781, which have 
been made back to include the year 1886. We. will as- 
sume that John Doe in the six years did wilfully 
and intentionally omit $100,000 of liis credits and that 
Richard Roe did in the same period omit $600 of 
credits, in the same manner, having returned credits to 
the amount of $100,000. We will assume that each 
should have returned $100,600 of credits and that all 
their other property, real and personal, was duly re- 
turned. We will assume that each resided in the same 
taxing district and that the rate of taxation in that 
district during the six years was uniformly 2 per cent. 

The auditor has just previously concurred in the 
appointment of a tax inquisitor in his county, who is - 
to receive 20 per cent of what he finds, or what the 
auditor finds for him. The auditor has in mind the 
4 percentum he is to receive under section 1081, Re- 
vised Statutes, and the 5 per cent, his friend, the 
treasurer, is to receive under section 2856, Revised 
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Statutes, and these reflections lent! zest to liis impar- 
tial investigalion. He is serving the third year of 
his second term, and has let Mr. Doe escape the 
previous five years, so he can obtain his 4 percentum 
for the whole period of six years. 

At the end of five years the auditor makes up a tax 
bill against our friend, John Doe. He finds Doe should 
have returned $100,600 each year from 1886 to 1891, 
both years inclusive, but in fact he only returned $600 
per year for the six years and paid 2 per cent taxes, or 
$12 per year, for six years. The auditor adds the 50 
per cent for these years and makes the basis of his 
taxes for each year $150,900 at 2 per cent. This 
makes John Doe's tax bill $18,108, on which he had 
paid $72, which must be credited and his net tax bill 
is $18,036. 

Now we will try Richard Roe. He was honest for 
$100,000, but dishonest as to $600, but his total returns 
should have been the same as his neighbor's, John Doe, 
in the same taxing district. 

The auditor makes up for Richard Roe the same 
tax bill as against John Doe, who was one hundred 
times more guilty, "and it is $18,108, but Richard Roe 
has paid $2,000 per year for six years on his $100,000 
credits and must have credit for what he has paid. 
This sum, $12,000, reduces his tax bill to $6,108, or 
about 33 per cent of what John Doe has against him, 
who, instead of being 66 2-3 per cent more guilty, is 
one hundred times more guilty, 

John Doe pays his penalty and tax bill, amountinj; 
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to $18,036, and Roe his penalty and tax bill, amount- 
ing to $6,108, making a total of $24,144. Of this 
$24,144 the tax inquisitor gets $4,828, the auditor gets 
$96576 and the treasurer gets $1,206.40, a total of 
$7,000.16 for collecting $24,144, which is 29 per cent 
of the amount collected. 

Farmer Perkins: Is not this a suppositious case? 

Laivyer Tlwrndike: No, it is a real one except as to 
amounts and rates of taxation. This construction of 
the law was sought to be enforced in Taylor vs. 
Musser, 55 O. S., 668, and the foregoing was claimed 
to be the proper interpretation of the law by one of 
the most distinguished lawyers of the state, and whose 
name is a household word. 

Farmer Perkins: Suppose Doe should have re- 
turned $100,001 and did return $100,000. Under the 
same facts, what would be Doe's tax bill, for the omis- 
sion of one dollar each year for six years? 

La'^er Thomdike: It would be $6,006, of which 
the tax inquisitor would get $1,201.20, the auditor 
would get $240.24 and the treasurer would get $300.30, 
a total of $1,741.94 for collecting $6,006, which is 39 
per cent of the amoimt collected. 

Farmer Perkins: Is the construction of this law 
the same in each county of the state? 

Lawyer Thomdike: No, I have given you the ex- 
treme construction which was contended for in the 
case referred to. In another county the penalty was 
only placed on the amount of omitted property, which 
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is jitst. Ill a third comity tlic penalty was only counted 
on Ihc actual taxes wliich should have been paid. 

The second construction was applied in Hamilton 
county and the third Clermont county. 

Fanner Perkins: What was done in amending the 
law in 1893? 

Ltnvyer Thortidike: It was amended so as to apply 
the penalty only to the amount omitted each year. The 
attention of the Legislature was called to the awful 
construction of the law, claimed in the 55 O. S. 
and at once amended it. The same law so amended is 
now in force. 

Farmer Perkins: As I see the case, the $100,000 
Richard Roe had properly returned was used as a 
hasis to punish him for the $600 omitted. Am I right 
in this view? 

LaK'ycr Thoriidike: You are. 

Farmer Perkins: I turn to page 884 of the Ohio 
Statistics, 1902. "Additions to the tax duplicate upon 
information received from tax inquisitors." I find the 
whole amount paid inquisitors was $202,005.07, or 7 
per cent of the taxes collected on their additions. I 
notice that twenty-four counties made no report of 
fees paid inquisitors, and ten counties are left out. 
How do you explain this? 

Lazvyer Tborndikc: That report is valueless except 
as to the taxes added, which were $2,701,106.70. The 
tax inquisitors were entitled to twenty per cent of that 
and no doubt got it — $540,221.34. 

The county auditors were entitled to four percentum 
as to the taxes collected, $108,044.26. and no doubt re- 
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ceived it. Tlie county treasurers were entitled to five 
percentum of the amount, $125,055.32, and no doubt 
received it, or $773,320.92, for collecting $3,701,106.70. 
The total grand duplicate for Ohio for 1902 was 
$1,990,885,388. For the collection of this, county audi- 
tors and treasurers, the state auditors and state treasur- 
er's office received $857,996.37, four and three-fifths 
per cent, while the tax inquisitors and county officers 
were entitled by law to receive $773,320.92 for col- 
lecting $2,701,106.70, or 29 per cent. The county audi- 
tors and treasurers in the entire state received as com- 
pensation the sum of $817,479.98 in 1902, and the tax 
inquisitors and their aids $773,320.92, or only $44.- 
156.09 less than the county auditors and treasurers. 
A system which requires the legalized expenditure of 
$773,320.90 over and above that of the auditors and 
treasurers is necessarily rotten and corrupt. It is 
based on false ideas and theories and, merits con- 
demnation. 

Many persons think the auditors and treasurers 
ought to collect all the taxes, but beside the $857,996.77 
paid them to collect the taxes in 1903. $773,320.92 was 
authorized to be paid, and no doubt was paid, to tax 
inquisitors. 

Were the taxation amendment adopted the three- 
quarters of a million dollars paid tax inquisitors would 
be saved, and go direct to the state or the counties. 

NO. 7. THE RETURN OF MONEYS AND CREDITS FOB 
TAXATION. 

Farmer Perkins: You promised me you would in- 
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form me as to the return of moneys and credits for 

taxation, and 1 am now ready to hear about it. 

Lawyer Tkomdike: The taxbearer is required to 
return, for taxation, all the money he has in posses- 
sion, or subject to draft, or check, on grand levy day 
each year. This duty the state imposes upon him and 
requires him to make oath that he has done it. I have 
taken all the money on deposit in the national banks in 
Ohio, at their report nearest April 8, in each year; 
all the moneys on deposit in the building associations 
each year, back to and including 1892; all the moneys 
on deposit in the state banks, trust companies, private 
and savings banks each year, back to and including 
1883, and give you the result of my investigation. 

These figures are made up from the state auditor's 
reports, the reports of the comptrollers of the cur- 
rency of the United States and the "Ohio Statistics," 
made up each year by the secretary of state, and I 
have grouped the years from 1902 back to 1883, in a 
decade. The moneys of the state in 1902, as gathered 
from these sources, not returned for taxation, were 
$344,263,571, The sum of $55,089,511 was returned 
for taxation and the two sums represent the total 
moneys in the state that year. 

The per cent of moneys returned in 1902 was six- 
teen. If any taxbearer in Ohio returned over 16 
per cent of his money for taxation in 1902, he returned 
more than his proportion. 

In 1901 the money in the state in banks not re- 
turned for taxation was $278,156,146.19. The sum 
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of $50,950,012 went on the tax duplicate, or 20 per 
cent, and the two sums represent the whole moneys in 
the state that year. In igoo and 1899 only 20 per 
cent of the moneys shown to be in the banks was re- 
turned for taxation, and in 1898 the amount went 
down to 16 per cent. In 1897 it rose to 25 per cent. 
In 1896 and 1895 it was 20 per cent, and in 1894 it 
was 33 per cent. In 1893 it was 31 per cent. In the 
ten years from 1902 to 1893, both years inclusive, the 
total moneys in the state, by the printed- reports of 
the banks, not returned for taxation, was $2,056,012,- 
231.69, and the total returned for taxation was $413,- - 
655'944- In th^ I'lst decade of the fifty-six years of 
the Kelley law only 20 per cent of the moneys in the 
state went on to the tax duplicate, and this with the 
Morganthaler tax-torturing machine in full force. 
From 1892 to 1883, both years inclusive, only 40 per 
cent of the moneys in the state were returned for tax- 
ation. The whole amount in the state for this decade 
not returned for taxation was $791,500,224. The 
sum of $366,537,926 was returned for taxation in the 
same decade. 

In the third decade, going back from 1882 to 1873, 
both years inclusive, the total money returned was 
$368,058,754, and that not returned was $370,380,116, 
a difference of only two-thirds of i per cent, or the 
amount returned was 49 1-3 per cent. But these fig- 
ures remain to be explained. In 1875 ^"^ 1874 there 
was no report of deposits in the private banks in 
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Ohio, and in 1873 there was no report from any pri- 
vate banks in Ohio. 

From 1874 back to 1846 the bank deposits reported 
are less each year than the moneys returned. Credits 
are only returned separately from 1857. From that 
year back to 1846 moneys and credits were returned 
together. From 1874 to the present time the bank 
deposits have, uniformly and largely, exceeded the 
moneys returned. 

The more fully statistics have been preserved, the 
greater the disparity between moneys in the banks 
and the moneys returned for taxation. 

Farmer Perkins: Is there no way people can be 
compelled to return all their moneys for taxations? 

Lawyer Thorndike: In fifty-seven years the sys- 
tem of taxing moneys has failed more signally each 
year. 

In 1846 the bank deposits in the state were 
$3,038,747 and moneys and credits returned were 
$27,265,210. In 1902 the bank deposits were $400,- 
353,102.73 and the moneys and credits returned 
$135,117,922. The owners of moneys want that class 
of property as favorably treated as personal chattels, 
and hence return their moneys at 20 per cent. In 
Iowa all property is returned for taxation at 25 per 
cent of the full value. 

Farmer Perkins: If only 20 per cent of the moneys 
in the State are returned for taxation, how is it with 
the credits? 
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Lawyer Thorndike: In my study as to credits I 
have taken the list of mortgages recorded each year, 
from 1902 back as far as 1883, from the annual report 
of the secretary of state, and assumed this to represent 
one-third of the credits in that year, as I am justified 
in doing, from the statistics of 1888, of all the mort- 
gages in the state. The mortgages recorded each year 
for the ten years from 1902 to 1893, both years in- 
clusive, amounted to $895,056,713.20. 

Three times this sum is $2,685,170,139.60, which 
represents all the mortgages in the state from 1893 
to 1902, both years inclusive. The credits returned 
in the same ten years were $964,096,803, leaving the 
credits not returned in the same decade $1,721,073,336, 
or 53 per <^^n* of ^^^ total credits in the same years. 

In the decade from 1892 to 1883, both years in- 
clusive, the mortgages recorded were $775,153,249.81. 
Three times this sum is $3,325,459,749.43, which rep- 
resents the credits in the same decade. The credits 
returned In the same decade were $1,103,968,684, or 
about 50 per centum of the total credits. 

From 1893 to 1902 there was a steady decrease of 
credits, which I will express in millions, though I 
could give the exact figures': 1893, one hundred and 
eleven; 1894, one hundred and ten; 1895, one hun- 
dred and six; 1896, one hundred and two; 1897, 
ninety-nine; 1898, ninety-three; 1899, ninety; 1900, 
eighty-six; 1901, eighty-two; 1902, eighty. 

Now let some believer in the Alfred Kelley system 

explain this. From 1893 to 1902 Ohio has been grow- 
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ing richer each year, and yet in the same period its 
returns of credits have regularly and steadily dimin- 
ished from one hundred and eleven millions to eighty 
millions. No doubt the thirty-one millions of a de- 
crease has been driven out of the state by tax inquisi- 
tors. From 1883 to 1892 the increase in credits was 
only slightly over six millions, and in 1885, 1886, 1890 
and 1892, four years out of the six, the returns 
dropped back. 

Farmer Perkins: What can be done to compel the 
people of Ohio to make a full return of their credits? 

Lawyer Thorndike: In 1866 the credits returned 
in the state were $79,860,944, In 1902, thirty-six 
years later, they were $80,028,411, only an increase 
of $167,467 in thirty-six years, or an increase of 
$4,651.86 per year. The year 1902 witnessed the 
largest return of moneys ever made in Ohio by about 
five millions. The return was $55,089,511 in a year, 
when there was on deposit in the banks and monetary 
institutions in the state $400,353,102.73. 

I leave these matters to these gentlemen who are 
so busy writing letters to the newspapers defending 
the Kelley system of taxation. To a man who reasons, 
the statement of these facts carries its own conclu- 
sions. A system which does and will produce such 
results is, and can only be, a failure. 

In 1890 the real estate in Ohio was valued for taxa- 
tion at 40 per cent of what it was returned to the 
census officers, while the general average in the 
United States was 41 per cent. In the same year the 
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personal property on the tax duplicate was 38 2-10 

per cent of the same property returned to the census 
enumerators, while in the whole country personal 
property assessed for taxation was 22 5-10 per cent of 
its real value. Our careful Ohio people got 15 per 
cent above the general average in the whole country, 
which is a very serious reflection upon them. 

Farmer Perkins: In looking over your statistics , 
of moneys and credits returned in Ohio, I noticed tliat 
in 1855 moneys and credits returned were $104,014,- 
619, and in 1902 the aggregate of the same two items 
returned in Ohio was $135,117,922, or a gain of $31,- 
013,303 in forty-seven years, or $647,093.68 per year, 
and that $1,659,357 was gained in 1902 from the year 
1901. I had thought the people of the state were 
more thrifty than these figures would indicate. How 
do you account for this slow growth of wealth in the 
state ? 

Latvyer Thorndike: In forty-seven years the senti- 
ments of the people of the state have changed. In 
1855 the people were in favor of ad valorem taxation 
because the theory was noble and because they had not 
tried it. Now intelligent public sentiment everywhere 
is oi)posed to the taxation of moneys and credits, and 
the taxbearer returns some of them, for form's sake, 
and enough to keep the tax officers quiet. 

Farmer Perkins: How are the people to get rid of 
the taxation of moneys and credits and of a system 
they despise? 

r.mvyer Thorndike: There is only one way, and 
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that is for a majority of all the voters in the state to 
vote in favor of the taxation amendment to the con- 
stitution, now before the people. If that becomes the 
organic law the taxation of moneys and credits can 
be done away with. 

Farmer Perkins: I have a case I wish to submit 
to you. William McGlone had a farm worth $10,000, 
valued for taxation at $5,000. He borrowed $5,000 
of Abel Jones on a mortgage. * Jones sold $5,000 in 
United States bonds to give him the money, which 
was delivered the day before grand tax levy day. The 
rate of taxation was 2 per cent. Jones lived in the 
same taxing district with McGlone and the latter 
held the money on deposit over tax levy day. Mc- 
Glone paid $100 taxes on his land and $100 taxes 
on the money he borrowed of Jones, and the latter 
paid $100 taxes on his mortgage. The state got $300 
taxes where, if the transaction had not been made 
when it was, it would have had but $100. What do 
you think of that transaction ? 

Lcnvyer Thorndike: It is a fine on McGlone for 
going in- debt, a penalty assessed -on him for living in 
the state, and he and Jones could have easily avoided 
the payment of the extra $200 taxes had they been so 
disposed and agreed to do so. The return and pay- 
ment of the $200 tax on their part was purely volun- 
tary. 

NO. 8. THE ASSESSMENT OF PERSONAL PROPERTY. 

Farmer Perkins: Since we have been studying the 
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subject of taxation together, I have been struck with 
a new idea. We will say I live in Vinton county, 
though I don't, but I have no objections to living there 
even though Dan Will and J. M. McGillivray are two 
good citizens there, but Vinton county is the smallest 
in the state on the tax duplicate. I have ten horses, 
and I want to know what to return them for taxation. 
By looking at the Grand Duplicate of 1902 I find there 
are 2,407 horses in Vinton county, and they are valued 
at $ii3i999. The average value of horses in Vinton 
county is $46.57. Will I be justified in making my 
return $46.57? I wish to make the return on my con- 
science, according to the plan of Alfred Kelley, and 
I wish your advice. 

Lawyer Tkorndike: You would be justified in mak- 
ing such return. You are to fix the values, and it is 
for you to determine how you will reach the value. 

Farmer Perkins: By the same plan, I find that a 
horse in Hamilton county is only worth $30.55; in 
Cuyahoga county, $35.19; in Butler county, $45.74; 
in Adams county, $44.97, and in Tuscarawas county, 
which has been swept and garnished by the tax in- 
quisitor, I find a horse is still worth $50.80, and that 
a horse in the whole state is worth $48.75. On next 
tax duplicate horses in Cincinnati will be worth more 
than $35.19, as a Cincinnatian would scorn to have a 
horse less valuable than a Clevelander, and to settle 
the matter would even go to the dire extremity of in- 
creasing his tax return. But in making out the tax 
return of specific chattels, what would you advise ? 
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Lawyer Thorndike: As a supposititious citizen oi 
Vinton county, I would advise that you do not return 
your horses above the average value of horses in the 
county the previous year. Each year before making 
out your return, ascertain the average value of horses 
in the county the previous year, and do not value 
your horses above that average. If in the meantime 
,horses have increased in value over the previous year, 
add a per cent of their tax value, that is, if the tax 
value is 33 1-3 per cent of actual value and the in- 
crease is 25 per cent of real value, add 25 per cent 
of the tax value of the previous year to the tax value, 
and this will be just. Deductions should be governed 
by the same principle. It was never intended by St. 
Alfred Kelley that there should have been any tax 
value. He intended the real value should have been 
the tax value, but the people of the state found they 
could not endure his system, except in homeopathic 
doses, and hence we have tax values and real values. 
When we have anything to sell we use the real value; 
when we have to return the same chattel for taxes, we 
have a tax value. 

Farmer Perkins: Figuring on carriages in the same 
way, I find that in 1902 one in Hamilton county was 
worth $45.52; in Cuyahoga county, $38.09; in Butler 
county, $32.31; in Vinton county, $24.50, and in the 
whole state, $28.64. Now, I suppose that under these 
facts, being a resident of Vinton county, I should 
properly return my five carriages at $24.50 each. 

Lawyer Thorndike: Yes. You are fully justified 
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in this, and if you feel any doubt about it consult 
Lawyer McGillivray and he will tell you the same, 
even though he is a firm believer in the Kelley system. 

Farmer Perkins: When it comes to hogs, I find 
the Cincinnati hog is only worth $1.13, the Oeveland 
hog is $5.20, the Butler county hog is $5.20, the Vin- 
ton county hog, $4.51, while the state hog is worth 
$4.42. As I have thirty hogs to return, would I be 
justified in putting them down at $135-30 for the lot? 

Lawyer Thomdike: It would be proper for you 10 
do so. 

Farmer Perkins: Inspecting the same tables still 
further, I find that a watch in Cincinnati was worth 
$23.69; in Qeveland, $21.10; in Butler county, $15.06; 
in Vinton county, $13,04, and in the whole state $14.31. 

Now, as I have three good watches, which cost me 
$450, would I be justified in returning them altogether 
at $39.12, the average of my county?' 

Lawyer Thomdike: You would be justified in mak- 
ing such a return. What you paid for the watches is 
not a circumstance to be considered. The state has 
sanctioned this value. It has accepted the returns 
from Vinton county, 147 watches at $1,818, or $13.04 
per watch, and has approved and published them. 
It has collected the tax on them at that figure, and 
as you would scorn, from a tax point of view, 10 
be better than your neighbors, return your $450 in 
watches at $39.12. 

That is between 8 and 9 per centum of their cost, 

but that is as near as any citizen can aflford to live 
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Kelley Iilea. 
10 horses $1,500 

S carriages 850 

30 hogs 300 

3 watches 450 

Piano 300 

Total $3,400 



Practical Idea. 
10 horses $465.70 

5 carriages .... 122.50 
30 hogs 135.30 

3 watches 39-12 

Piano 46.32 

Total $808.94 



Now, as you live in Zaleski Corporation, your taxes 
on $3,400 will be $75.99, and on $808.94 they will 
be $18.07, ^ difference of $57.92 for your conscience. 
If you make your return at $808.94, '* will go through 
all right and no complaint will ever be made. 

Farmer Perkins: I was brought up to believe that 
citizens ought to return their property at its true value 
in money, and it seems to me that I ought to return 
this property at $3,400, instead of $808.94. 

Lawyer Thorndike: Of course, you can return 
your property mentioned at $3,400, and the state will 
take the taxes on it at that figure, and your neighbors 
will all return on the other plan, and their returns 
will be accepted, and they wiJ^ot be disturbed, but 
if you insist on doing this I suggest you remove your 
domicile about twenty miles further east on the B. & 
O, Railroad, to General Grosvenor's town, and become 
an inmate of the large institution just southeast of 
Athens, known as the Hospital for the Insane. You 
ought, if you think best, return the property in ques- 
tion at $808.94, and send your check to the state 
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Laivyer Thorndike: The Ohio statistics of mort- 
gages, recorded each year in Ohio, for the past twenty 
years, are worthless because Hamilton county did not 
report in seven years of that time. Knox, Pike and 
Highland are left out each one year in that time, and 
so the statistics are not complete. In 1888 the entire 
mortgages on real estate in Ohio in force, exclusive 
of railroads, were $330,999,205.78. Assuming these 
figures for the twenty years prior to 1903 to be uni- 
form, and that the annual charge for the risk of taxa- 
tion was i}4 per cent, which statisticians figure out 
as the rule in California, where mortgages are taxed 
separately, the debtors in Ohio in the past twenty 
years have paid^ out $1,058,496,219.48 in excess inter- 
est which they would not have paid had mortgages 
and credits not been taxed, or rather threatened to be 
taxed. 

I do not have the return of credits for 1888 before 
me, but the returns for 1890 will answer the purpose. 
They were $111,363,315. Assuming that these credits 
were mortgages, over two-thirds of the mortgages on 
record paid no taxes. 

Farmer Perkins: I fully believe that my fellow 
farmers and I are more heavily taxed than any other 
class in the community, and how are we to escape it 
or divide our burden with other classes? 

Laivyer Thorndike: There is no way to escape it 

except by the adoption of the pending constitutional 

amendment, allowing the Legislature freedom in the 

methods and subjects of taxation. So long as the 
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state raises any part of its taxes by ad valorem levies 
on the duplicates of the counties, so long will there be 
a rivalry between the several counties to de termini; 
which can secure the lowest appraisement of real 
estate. The county which can secure the lowest will 
throw much of the state tax on the other counties of 
the state. 

The real estate being appraised once in ten years, 
there is a scramble between the eighty-eight counties 
in the state in that year to see which can secure the 
lowest appraisement for the coming decennial period. 

The shifting, turning and trading in the state board 
is a. disgrace to the state and to the people. Each 
county is trying to have the lowest valuation in the 
state, and throw its burden of state taxation for ten 
years, on the Other counties. 

If the state had distinct, exclusive objects, from 
which to raise its revenue, the scramble between the 
counties to secure low valuations would cease, each 
county would manage its own affairs in tax matters, 
the low rate of valuation in the cities, and the conse- 
quent high per cent of taxes would disappear. Our 
cities and villages would cease to groan under 3 per 
cent taxes, and wealth would accumulate. This is 
the plan in Pennsylvania since 1873, and it has worked 
well. 

Real estate in the whole United States is appraised 

for taxation at 41 per'cent of its real value. Personal 

property valued at $25,492,546,864 in the census of 

1890 was appraised for taxation at $6,516,616,743, 
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about 25 per cent, but deducting mines and quarries 
from the personality, $1,291,579, it is taxed for 
22 5-10 of its real value. 

The lesson of this is that no personal property 
should be returned at over 22 5-10 of its real value. 
In Ohio in 1890 it was returned at 38 per centum of its 
real value. Just think of the i6j^ per cent the 
people of Ohio returned more than the other states. 

The state tax in Ohio for 1902 was $2,687,252.95, 
Each county is required to bear its portion, ad 
valorem, according to its duplicate. The lower the 
duplicate the less the payment of the state tax. The 
proportion of this tax for 1902, for Cuyahoga 
county was $310,631.17; for Hamilton, $340,- 
475.89; for Franklin, $122,051.61; for Lucas, $100,- 
177.22; for Montgomery, $93,379.67; or nearly half 
was paid by five counties. Vinton county paid the 
smallest, $4,698.07, This state tax was 13 per cent 
of the entire grand duplicate. There has been and is 
a constant strife by the smaller counties to reduce 
their valuation, to throw the greater weight of the 
state taxation on the wealthier and more populous 
counties, 
, There were seventy cities in the state of Ohio in 
1902. Their total valuation in that year was $883,- 
362,642, and the taxes in the same year were $26,- 
411,963.50, over 3 per centum. In the seventy cities 
in the state in 1902, the taxes in twenty-two were over 
3 pet centum, forty-three were between 2 and 3 per 
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centum and only one was between i and 2 per centum. 
Newberg in Cuyahoga county had the lowest tax 
rate, 13.7, and Nelsonville in Athens county had the 
highest, 45-5- The valuations of the cities are as low 
as they can be made, and thjs is done to lessen the 
shares of the counties in payment of the state taxes. 

The result is our cities are ruining themselves to 
exploit Alfred Ketley's ideas. If the public service 
and public corporation taxes were given to the state 
the counties could control their own valuation and 
taxes, as they should do. 

Farmer Perkins: Was it not intended by Mr,. 
Kelley that this $1,058,496,219.48 excess interest 
should have gone to the state as taxes ? 

Lawyer Tkorndike: This was his intention, and 
that is the policy of the law, but the money never went 
to the state, but has gone to the creditor classes to 
pay them for a risk which they avoided. 

Farmer Perkins: Is there any way to ascertain the 
excess interest paid by debtors in Ohio by reason of 
the declared intention of the state to tax mortgages 
and credits in the ten years past? 

Lawyer Thorndike: Yes, there was. $893,226,658 
mortgages, excluding railroad mortgages, recorded in 
Ohio in the ten years from 1893 to 1902, both years 
inclusive. Of these years the secretary of state left 
out Hamilton county in 1893, 1894, 1895, 1899 and 
1900, five years. Knox was left out in 1894, 1895, 
and Pike in 1895. Restoring these amounts to the 
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list, from the best sources of information, at $34,697,- 
847, would make $927,924,505 in mortgages recorded 
each year for ten years. The excess interest for the 
risk of the mortgages being taxed is estimated at ij^ 
per cent. This would make the excess interest for ten 
years paid by debtors in Ohio to creditors, for the 
risk of taxes $16,238,678.74, but this is only on the 
mortgages reported recorded each year. These may 
conservatively be estimated at 33 I -3 per cent of the 
entire number of mortgages in force each year. Con- 
sequently it is certain that Ohio debtors have in the 
ten years between 1893 and 1902 paid $38,716,034.76 
in excess interest for the principles of taxation of Mr. 
Alfred Kelley appearing in the constitution, without 
being enforced. Surely the taxbearers in Ohio must 
'be made of the stuff of the ancient martyrs. 

Farmer Perkins: Then the people in Ohio in the 
past ten years have carried a mortgage indebtedness 
of $2,783,733,515? How much of this was reported 
for taxation for the same period ? 

Laivyer Thorndike: Not over one-third, as the sta- 
tistics in the auditor of state's report, and those in the 
report of the secretary of state, show. From 1897 the 
annual return of the entire personal property in the 
state has steadily diminished, as follows: 1897, $99,- 
227,416; 1898, $93,847,553; 1899, $90,135,764; 1900, 
$86,997,804: 1901, $83,668,533; 1902, $80,028,411. 
Everyone knows the true ratio was the other way, but 
when 50 per centum of the credits in the state are not 
returned for taxation those who are compelled to re- 
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turn personal property diminish their rtturns as much 
as possible. 

Parmer Perkins: Is there no way in which the 
amount of interest unnecessarily paid by the cidiens 
of Ohio from 1847 to 1902, both years inclusive, can 
be estimated? 

La-Lvyer Thorndikc: From 1857 to 1902, both years 
inclusive, the mortgages recorded in Ohio each yeai, 
of all those years, aggregated $2,956,150,733. No sta- 
tistics were preserved between 1847 and 1857, but 
it would be safe to put the mortgages recorded from 
1847 to 1856, both years inclusive, at $160,815,266,07, 
which is 50 per centum of the amount in the follow- 
ing decade. This would make the whole amount of 
mortgages recorded in the period, 1847 to 1902, 
$3,116,965,999.57. One and three-fourths per cent of 
this is $701,317,274.97 excess interest which the 
debtors of Ohio have paid their creditors for the 
taxes, which the state never received, but which made 
the rich that much richer and the poor that much 
poorer. Let the tax be taken off mortgages and cred- 
its and in the next fifty-seven years more than that 
much will be saved to the debtor class. 

Seven hundred and one million three hundred and 
seventeen thousand two hundred and ninety-four dol- 
lars and fifty-seven cents is a large sum to pay for the 
maintenance of a principle which is a barren ideality 
and which can be entertained, preached and believed. 
but which can never be carried into execution. 

Farmer Perkins: I have no reason to doubt your 
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premises or conclusions, but just to think that my 

fellow farmers and I and other citizens have been 
paying $701,317,294 in a period of fifty-seven years to 
compel the town and city folks to pay their taxes on 
moneys and credits, and that they have never paid 
them, while we have paid over seven hundred millions 
of dollars to compel something which fifty-seven years 
of effort has not accomplished. I think the comic 
papers are justified in caricaturing us to their heart's 
content. I see now that it is to our interest as'a class 
. to support the taxation amendment, regardless of 
pontics or previous condition of prejudice or ig- 



NO. 10. THE TAXATION OF MORTGAGES AND OTHER 
CREDITS. 

Farmer Perkins: I have been told that $84,837,- 
483,56 of the building association mortgages in this 
state are untaxed. Is that true? 

Lamyer Thorndike: The building association re- 
port of the state of Ohio for 1902 shows this sum to 
be the aggregate of mortgages taken by building asso- 
ciations in the state, and not one dollar of the same is 
taxed in Ohio. Moreover, there is $8,791,963.52 of 
loans by these building associations, other than mort- 
gages, in the same report which is also untaxed. This 
omission from taxation is sanctioned by law, Section 
3,836-7, R. S., which expressly provides that shares 
and loans, advanced to its members, shall be exempted 
from taxation, and that paid-up shares shoidd t>e 
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treated as credits, which the members should return 
for taxation, individually. 

Farmer Perkins: I thought the constitution of 
Ohio of 1851 provided that all private property in the 
state should be taxe<l, except $200 in personal property, 
which the Legislature might exempt. 

Lawyer Thomdike: The constitution. Article XII, 
Section 2, requires that laws shall be passed taxing, 
by a uniform rate, all moneys, credits or investments 
of any kind, and all real and personal property, except 
$200, which the Legislature might exempt. Building 
association mortgages come clearly under the class of 
credits. 

The credits returned in Ohio in 1902 are $80,028,411. 
The owners of these are paying two or three per cent 
taxes on them, while the owners of $84,837,483.56 of 
building association mortgages are paying no taxes at 
all. 

Farmer Perkins: Has there been no attempt in the 
courts to compel these building associations' mortgages 
to be taxed, according to the constitution ? 

Lawyer Thomdike: None that I have ever been 
advised of. Everyone seems to be satisfied with the 
law passed in defiance of the constitution, and directly 
and positively overruling its provisions. 

Farmer Perkins: But if the constitutionality of the 
law in question is ever mooted in any court, what will 
be the result? 

Lavfyer Thomdike: Any court where the question 
may be raised will be bound to declare the law nncon- 
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sdtuticMial. This law in question was passed April 13, 
1889, over fourteeii years since, and no one has at- 
teijipted to raise the constitutional question as yet. 

Fanner Perkins: Suppose the tax inquisitor would 
undertake to compel each building association in the 
state to pay taxes on its mortgages for six years back. 
Could he do so? 

Laivyer Thorndike: He could do so, and his doing 
so would close up a large percentage of the associa- 
tions in the state. The tax inquisitor is wise in his 
generation. He would never attempt to place on the 
duplicate building association mortgages. They are 
the poor man's resources, and any attempt to tax these 
.mortgages would result in the adoption of a constitu- 
tional amendment on taxation, like that now pending 
before the people, and under which the present ex- 
emption would be legalized. So long as the odious tax 
inquisitor law disgraces the state of Ohio so long will 
the tax inquisitor select his victims to attract as lit- 
tle publicity as possible, and when he has one contest 
with a victim he will have twenty settlements of which 
the public will never be advised. A general attempt to 
execute the tax inquisitor law in the courts would be 
an object lesson, which would put an end to the Kelley 
system speedily. 

I have inquired of citizens prominent in building as- 
sociations why it was that the statute was passed ex- 
empting their mortgages. The answer was that if com- 
pelled to pay taxes on their mortgages they could do 
no business at all, which is no doubt true, and build- 
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ing associations cannot evade taxaticwi of their mort- 
gages, if their taxation were insisted upon. The indi- 
vidual can avoid taxation on his mortgages if he is so 
disposed, and the disposition is not usually lacking. 

Farmer Perkins: Then what does the $80,028,411 
of credits returned in Ohio represent? 

Lawyer Thamdike: It represents the residuum of 
the citizens of Ohio, who will not, or cannot, avoid the 
return of their credits, usually mortgages. It is possi- 
ble to know all the mortgages in force in Ohio, in 
any one year, but it is not possible to know the credits 
in Ohio, of which no public record is made. 

Farmer Perkins: It seems to me that the owners of 
the $80,028,411 credits returned- for taxation have to. 
bear the burden of the $84,837,483.56 not returned, and 
that they would complain and insist on the building 
association mortgages being taxed. 

Lawyer Thorndike: When you reflect that the 
$80,028,411 of credits returned represents less than 
33 1-3 percentum of the same class, whose return 
theoretically might be compelled, you will understand 
why there has been no complaint by one class against 
another. 

Farmer Perkins: But it seems to me a dreadful 
thing that the constitution of Ohio should be nullified 
so as to permit over ninety millions of dollars to escape 
taxation, and that this state of affairs should continue 
for more than fourteen years without a protest from 
any part of the state. 

Laivyer Thorndike: This exemption of building 
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association mortgages is a necessity to permit the 
poorer classes to save some money. In states where, 
happily, the taxing power is subject to no limitations, 
savings banks have been exempted, or partially ex- 
empted, to enable the poor but thrifty to accumulate 
some money. It is the true and just policy of every 
state that its citizens should be self-supporting, should 
create wealth and save it. The dependent classes are 
by the state to be limited to the lowest possible num- 
ber. Hence legislation should be such as to promote 
and increase habits of thrift and saving. No state can 
prosper whose policy is to increase the dependent poor. 
Ohio had to keep in line with those states that were 
free under their constitutions to favor building associa- 
tions and savings banks, and to do so had to modify 
its own constitution by nullifying the same, and has. 
done so since April 13, i88g, without the protest of a 
single citizen. It was done as a necessity — self-preser- 
vation. While you are shedding tears for the $90,000,- 
000 of credits not returned by the building associations 
in 1902 you should save some for the $229,000,000 of 
credits and for the $257,000,000 of money in the banks 
of Ohio not returned for taxation. 

Fanner Perkins: Why should not the Legislature, 
with the same propriety, pass a law to exempt state, 
county, village and school district bonds from taxa- 
tion? 

Lawyer Tkorndike: The Legislature could with 
more pro^iety do this. The total of local bonds issued 
in Ohio, and outstanding in Ohio, for 1902, was $106,- 
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gages and credits and moneys can be lawfully exempted 
from taxation, instead of unlawfully exempted, as now. 
Ohio teaches her citizens every year to disregard her 
laws, and particularly her organic law. 

To illustrate the results of the omission of building 
association mortgages from taxation, in the state, we 
take one county. 

In Franklin county there were in 1902 six national 
and thirteen state banks. The assets of these banks 
were $32,092,884.84. There were eighteen building 
associations in 1902 in Franklin county, and their com- 
bined assets were $6,669,253.36, or over 21 per cent 
of the assets of the banks. 

The bank capital in Franklin county returned for 
taxation in 1902 was $3,067,390. If the building asso- 
ciations had been assessed at the same rate they would 
have been assessed at $64,415.19. As it is they were 
not assessed at all. 

The tax rate in Franklin county in 1902 was $2.78 
on the $100, and the tax on the banks for that year 
was $85,273.34. Had the building associations paid 
taxes in the same ratio as the banks they would in 1902 
have paid as taxes to Franklin county $16,907.42, 
whereas they paid nothing. 

Under the taxation amendment, if adopted, their 
business would either be taxed as units, in the case of 
each building association, or would be legally and 
properly exempted, as a matter of public policy. 

The illustration as to Franklin county is good for 
every county in the state. 
61 



^laiiizodbvGoogle 



The Legislature of Ohio deliberately and inten- 
tionally exempted the building association mortgages 
from taxation, on the pretended theory that the stock- 
holders of the association would return their stocks 
for taxation, when they do not, and when the Legisla- 
ture knew they would not. Hence the state itself be- 
came a party to the evasion and nullification of the con- 
stitution. Would it not be more honest and honorable 
to adopt the taxation amendment and legally exempt 
building association mortgages from taxation? 

NO. II. THE CONCLUSION, 

Farmer Perkins: I have been talking the taxation 
amendment, now pending in Ohio, to every man of 
intelligence who would listen to me, and I am utterly 
disgusted with the apparent ignorance of and indiffer- 
ence upon the subject. Many of them do not know it 
is pending and most of them will ask for an explana- 
tion of its aims and probable effects. All of them, how- 
ever, fear the Legislature, and seem to be unwilling 
to trust it with complete power over the taxation 
question. Those who fear the Legislature most were 
formerly members of it. 

Lawyer Thorndike: Local and state taxation is to- 
day the most vital question in the states composing 
the United States. It affects more people for good or 
evil than any other question. The country has be- 
come so densely populated and there has grown up 
such a rivalry between the respective states in develop- 
ing their natural resources and in promoting manu- 
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factures that each state tax system, as affecting the 
prosperity of the particular state, has become an ob- 
ject of study. 

There must be a body in every state which has 
supreme power. In enlightened countries that body 
is the Legislature and not the sovereign or executive 
head of the state. If the people distrust the Legisla- 
ture they must right the matter by selecting those 
they can trust, but it is absolutely essential that the 
Legislature should have ample power. Such power ts 
a necessity to the interests of the people, whose repre- 
sentatives they are. Supreme power in the Legisla- 
ture is supreme power in the people. The English 
government is the freest and most powerful on earth. 
It never was hampered with a written constitution, 
and yet in no other country is the power of precedent 
greater. Great Britain has no complaints of unjust 
and oppressive taxation beyond the next parliament. 
When a tax becomes unjust or oppressive, parliament 
remedies it at once. No constitutional restrictions 
bar the way. The demands and interests of the peo- 
ple living are only considered. No fetish of ideas of 
men who dominated in 1846, or at any other time, is 
considered. 

When you undertake to hamper the legislative 
power as to taxation, who is to do it? What right has 
this generation to constitute itself guardian for gen- 
erations who will be in being when it is off the stage? 
What right has the generation of 185 1 to constitute 
themselves our guardians and say that their ideas of 
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taxation should govern us for 51 years? They are 
happily in their graves, and it is our misfortune that 
their ideas on taxation were not buried with them. 
The constitution of 1851, in Article I, Section i, states 
that all men have the right to enjoy and defend life 
and liberty, to acquire and possess property and to 
seek and to obtain happiness and safety, and then pro- 
ceeds to abridge and take away these very rights by 
Section 2, Article XII, of the, same instrument, by 
fixing a rule of taxation which has become destructive 
of the acquisition and possession of property and of 
the pursuit of happiness. Legislation, in the organic 
laws of our states, has become a curse. A constitu- 
tion should be only a declaration of principles and a 
frame of government. 

We are required to tax moneys, credits, investments 
in bonds and stocks and real and personal property, 
according to its true value in money, but the money 
is hidden, the credits cannot be ascertained, or, if 
ascertained, their taxation can be defeated, the stocks 
are hidden ; we cannot find the personal property, or, if 
found, we cannot determine its true value in money. 
Real estate is not taxed at its true value in money and 
the officers of the law, sworn to do their duty under 
the constitution, prevent it. 

After 57 years' trial of this principle we have 16 per 
cent of the known money in the state on the tax dupli- 
cate; we have 30 per cent of the credits, 22j4 per 
centum of the personal property and 41 per centum of 
the real property. 
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Since 1846 the percentage of the various classes of 
property returned has steadily decreased, instead of 
increasing. In 1846 and 1851 public sentiment fa- 
vored the ad valorem tax law, now it does not. How 
long will the people of Ohio keep up this pretense, 
sham and fraud? 

Farmer Perkins: You have shown the defects and 
shortcomings of the present system, but suppose the 
taxation amendment be adopted November 3 proximo, 
what reforms can be accomplished under it? 

Lawyer Thorndike: The state of Ohio can then 
cease the persecution and destruction of its citjzeps , 
who are in debt. It can relieve those owing mortgages 
on their lands from paying full value on their lands 
and then paying the taxes on the mortgages on the 
same, which tliey are now doing. It can decrease 
the rate of interest to borrowers 2 per cent. 

It can do away with the schools for perjury men- 
tioned in the report of the Ohio tax commission in 
1893. It can do away with the discrimination against 
its own citizens and in favor of those of other States. 
It can repeal the penalties against its citizens for loan- 
ing money on mortgages, or purchasing stocks of com- 
panies whose business is in other states. It can wipe 
out the disgrace expressed in the case of Lee vs. 
Sturges, 46 O. S. 153, where a citizen of Ohio can be 
and is compelled to pay taxes on the stock of a cor- 
poration outside of the state on which he has already 
paid tax in another state. 

It can relieve its own bonds and those of its munid- 
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